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Purpose: This paper presents a conceptual model on service quality of zakat institutions that are 
responsible in collecting, managing and distributing zakat in Malaysia. Zakat is an Islamic 
religious `tax’ charged on the rich and well-to-do members of the community for distribution to 
the poor and the needy as well as other beneficiaries based on certain established criteria 
according to the Qur’an. The main aim of zakat is to protect the socio-economic welfare of the 
poor and the needy. 
 
Design/methodology/approach: The paper reviews and synthesises the relevant literature on 
service quality. The paper then proposed a conceptual model to study the service quality of zakat 
institutions. 
 
Findings: The paper identifies the appropriate methods to examine the extent of service quality 
of zakat institutions. Such evaluations are crucial for organizations like zakat institutions to 
function effectively in order to achieve the noble objectives of socio-economic justice through 
proper distribution of wealth. 
 
Originality/value: This paper presents a conceptual model of service quality of zakat institutions 
which would be useful for further empirical research in this area. The findings are not only 
relevant and applicable to Malaysia but also to other Muslim countries.  
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In an Islamic economic system, zakat is a compulsory obligation to those who are eligible 
to pay zakat. In Malaysia, the State Islamic Religious Councils (SIRCs) are responsible in 
collecting and distributing the zakat funds. The issue arises since there is no provision provided 
that zakat must be paid to the authority where the zakat payers earn their income. Likewise, there 
is also no provision that prevents zakat payers from paying it directly to the rightful person who 
are eligible to receive the zakat funds (asnaf). These phenomena may create inequality of socio-
economic development between one state to another. One cause that may contribute to these 
phenomena is bad service quality of the zakat institution. Hence, this research tries to develop 
and propose a conceptual framework to study service quality appropriate for zakat institutions in 
Malaysia. 
 
In Malaysia, Muslims are obligated to pay zakat within their local area (where an 
individual earns his income or wealth) to the formal institution, the SIRC, as stipulated by the 
highest authority of the country. This obligation will inadvertently ensure equal socio-economic 









































‘paying zakat directly to recipients’ are widely discussed as common issues in this country 
(Ahmad, Wahid and Mohamad, 2006). One important factor that may have contributed to these 
problems is the lack of good service quality as suggested by Md.Idris, Ali and Ali (2003) where 
they provide evidence that service quality is significantly related to the compliance behaviour of 
zakat payers. Research has indicated that service quality has been increasingly recognized as a 
critical factor in the success of any business (Parasuraman, Zeithaml and Berry, 1988). With 
regards to zakat institutions, service quality involves how zakat institution deals with zakat 
payers as well as zakat recipients in playing its role as an institution that manages zakat funds. 
Lack of good service quality may create the problem of ‘leakages’
1
 in zakat funds since zakat 
payers in Malaysia are allowed to pay zakat at any zakat institutions they are satisfied with. 
Given the premise that judgement of quality is based only on customer perceptions, it is 
important to investigate how zakat customers perceive service quality of the institution. The 
purpose of this research is to develop and propose a conceptual model to study service quality of 
zakat institutions. The findings of this research are important to assist zakat institutions in 
Malaysia to give better services in the future and further ensuring equal socio-economic 
development of the states in this country. 
 
The rest of this study is structured as follows. The next section provides a review on the 
background of zakat institutions in Malaysia. A review on literature focusing on the importance 
of service quality of zakat institution is highlighted in the next section. A proposed framework of 
service quality index for zakat institutions is discussed in section 4 and the final section contains 
some concluding remarks. 
 
2. Background of zakat institutions in Malaysia 
 
Malaysia is a federation of fourteen states, twelve of which are located in peninsular Malaysia, 
while Sabah and Sarawak, the two states in East Malaysia are located on the island of Borneo. 
To date, the administration of zakat falls under the jurisdiction of the states except in Kuala 
Lumpur and Labuan whereby the zakat law and administration are governed by the Federal 
government. As for the other states, they have assigned the task to their respective Islamic 
Religious Councils. Hence, there are a total of forteen zakat institutions in Malaysia which 
operate zakat matters respectively. 
 
In a national level, there is a department who responsible to zakat affairs in Malaysia. 
The Department of Zakat, Waqaf and Hajj is a federal government department set up under the 
Prime Minister’s Department. It was established in 2004 with the objectives of improving the 
management of Muslim wealth in the forms of waqf, zakat, mal and hajj. It functioned to help 
the existing institutions to enhance the efficiency of the management of wakaf, zakat dan hajj in 
Malaysia. It does not replace or take over the rules and functions of the State Islamic Councils 
but merely complement the functions and roles of the bodies in order to further strengthen the 
institution of waqf, zakat, mal and hajj to benefit Muslims.  
 
                                                           
1
 Leakage is the opposite of injection in macroeconomics. Nik Hassan (1991) named it as ‘independent payment’ and argued that the practice 










































Throughout the years, zakat institutions in Malaysia have shown tremendous increase in 
the amount of zakat collected around the country. Figure 1 shows the amount of zakat collected 
for the whole country from the year 1991 to the year 2013. 
 




As depicted in Figure 1, zakat collection has shown an increasing trend year by year. 
Based on the figure shown, the amount of zakat collected in the country was only RM61 million 
in 1991. The amount of zakat collected has risen up to RM573 million in 2005 and drastically 
rose up to RM2.2 billion in 2013. Despite the impressive figure of total zakat collection, the 
amount is still far behind its true potential. Studies undertook by Khamis, Md. Salleh and Nawi 
(2011) for instance, revealed that the percentage of zakat payer among Muslim business 
community, is still at a small rate if compared with the total number of business registered with 
Companies Commission of Malaysia. Hence, zakat institutions has to show good reputation 
through providing good services to their stakeholders.  
 
 
3. Review of the literature 
 
Zakat institutions are responsible in providing services pertaining to zakat fund management. 
Their basic services are to collect zakat from the payers which comprises of individual payers 
and business entities. They are also responsible  in distributing the collected zakat fund from the 
payers to the beneficiaries within the same year the funds are collected. In Malaysia, zakat 
matters are managed by the zakat institutions which are administered by the respective State 
Islamic Religious Councils (SIRCs). As a religious institution that are not merely profit oriented, 
services of collecting zakat dues and distributing zakat funds are provided based on sincerity and  
responsibility virtue towards the benefits of the people (maslahah of the ummah). 
 
As an organization that manages public funds, credibility of zakat institutions are also 
subject to the perceptions of their customers towards services provided by them. With regards to 
zakat institutions, there are two types of customers. First, the zakat payers who pay zakat and 
expecting that the paid zakat funds will be distributed appropriately. Second, the zakat recipients 
who receive the zakat fund and expecting that they receive zakat fund sufficiently. Hence, 
satisfaction of these two main zakat stakeholders is important in ensuring good delivery of the 















































satisfaction of these two major stakeholders is important to ensure that zakat institutions will be a 
trusted body to manage zakat funds. Md. Idris (2005) on his study about compliance behaviour 
towards zakat payment asserted that perceived service quality is one of the intrinsic motivational 
factors of individual Muslim to pay zakat, particularly zakat on income. This finding shows the 
importance of having a good service delivery (service quality). 
 
Service quality can be defined as the difference between customer expectations of service 
and the perceived service performance (Ghani, Said and Syed Yusuf, 2012). Should the service 
expectations be higher than the service performance, then the perceived quality of the service is 
less than satisfactory and hence customers’ dissatisfaction occurs (Parasuraman,  Zeithaml and 
Berry, 1985; Lewis and Mitchell, 1990). Most studies relate service quality with customer 
satisfaction whereby it were also found to be related to customer loyalty (Newman, 2001; 
Caruana, Money and Berthon, 2000).  
 
Studies on service quality have been extensively undertaken decades ago in various 
organizations including banks (Chaker, Khazakhstan and Jabnoun, 2010; Akhtar, 2011; Ganguli 
and Roy, 2011), health (Lee, Khong and Ghista, 2006; Mpogiatzidis, 2013), business (Wong and 
Sohal, 2003; Herstein and Gamliel, 2006), airline service industry (Muhamad Yunus, Bojei and 
Wan Rashid, 2013) and many more. Focusing on Islamic institution, only one Islamic institution 
(ie. Islamic bank) was found to be conducted in the previous studies. 
 
Abedniya and Zaeim (2011) for instance, measured the customers’ perceived service 
quality in the context of Islamic banking system in Malaysia. Using six dimensions of service 
quality (reliability, empathy, tangibility, assurance, responsiveness and compliance), it was 
found that all the six dimensions are equally important in Islamic banks especially in Malaysia. 
On different angle (Chaker et al., 2010) studied the barriers to service quality in Islamic banks in 
Qatar which include lack of empowerment in management, centralized decision making, 
leadership and ‘No’ culture. To the best of the researchers’ knowledge, Islamic bank is the only 
Islamic organization that has been studied by previous authors (see also Akhtar, 2011; Abdul 
Rehman, 2012; Hamzah, Ishak and Nor, 2015) 
 
With regards to zakat institution, there is no published empirical studies that examine 
service quality of zakat institution comprehensively . The closest study is carried out by Ahmad, 
Main and Hamdan (n.d) which studied on customer satisfaction  towards Lembaga Zakat 
Selangor (one of zakat institutions in Malaysia) by focusing on zakat payers as respondents. 
Only three dimension were used to measure customer satisfaction, namely empathy, physical and 
confidence. As one of the leading zakat institutions in Malaysia, most of the respondents are 
satisfied with the services provided. Wahid and Ahmad (2014) on the same type of respondents, 
examined factors influencing confidence level of zakat payers towards zakat distribution in 
Selangor using Exploratory Factor Analysis and Confirmatory Factor Analysis. Said, Ghani, 
Zawawi and Syed Yusuf (2012) initially proposed and constructed a composite  performance 
measurement which comprise of service quality dimensions for zakat institutions and other 
financial performance measurement. However, the dimensions proposed have not been tested. 
Hence, this research tries to develop appropriate instruments of service quality and validate the 
instruments in order to develop service quality index for zakat institution. It is important in order 










































4. Proposed framework in developing service quality index for zakat institution 
 
As an institution that manages zakat fund, zakat institutions play important role in providing 
good services to their stakeholders. A good service is obtained once the experienced quality 
meets the expected quality of the customer. According to Gronroos (1988), there are six criteria 
of good perceived service quality, namely professionalism and skills, attitudes and behaviours, 
accessibility and flexibility, reliability and trustworthiness, recovery and reputation and 
credibility. Hence, it is important to investigate how the stakeholders in zakat institutions, 
namely zakat payers and zakat recipients, perceive service quality of the zakat institutions.  
 
In doing so, service quality attributes to performance of zakat institutions were defined 
within the service dimensions of Reliability, Tangibles, Empathy, Responsiveness and 
Compliance which were adopted from Ghani et al. (2012). These dimensions were developed 
based on a focus group interviews with zakat payers and zakat recipients. Hence, the dimensions 
are, to an extent, reliable to be used. Table 1 shows the measurement items in their respective 











































Table 1. Variables used to measure the five dimensions 
Dimension Measurement items/service attributes 
Reliability Performance of service in a dependable and accurate manner, Staff’s 
knowledgeable, Meet deadline in providing services, Staff’s show sincere 
interest to assist customers, Staff’s provide service right the first time, 
Staff’s give proper advice, Integrated value-added service that is according 
to Islam, Staff’s ability to provide courteous and knowledgeable service, 
Knowledgeable and experience management team, Friendliness of Zakat 
personnel, Wide and easy access to network. 
 
Tangibles Availability and appearance of facilities and personnel, Interior comfort of 
the organisation, Physical facilities of the organisation, External 
appearance such as parking space, Location convenience such as 
accessibility via public transport, Counter partitions/ special room for 
customer with ‘issues’, Materials associated with the service such as 
brochure or magazines, Operation hours, Number of counters during peak 
hours, Relevant forms associated with the service, Facilities for disabled 
people. 
Empathy Willingness of staff to understand the needs of customers, Employees 
understand customers’ needs, Employees give personnel attention, 
Employees have a sense of humour, Employees take care of customers’ 
specific needs, Confidentiality of customers’ information. Confidentiality 
of customers’ morale issues, Value-added services in terms of financial/ 
personal counselling, Zero service charge, Availability of user-friendly 
forms, Value-added services such as photocopy service and filling forms 
for customers. 
Responsiveness Willingness of staff to assist customers and provide prompt service. 
Employees’ knowledgeable about Zakat, Employees always willing to 
assist customers, Ability to fulfil individual needs. Courteous counter 
service staff, Fast and efficient counter service, Number of branches 
available, Prompt service, One stop centre that is everything under one 
roof, Number of staff/counters available, Staff never too busy to respond to 
customers’ needs. 
Compliance Not involve in any interest paid/ taken activities, Investment only in 
Islamic compliance financial institution, Financial transactions only with 
Islamic compliance financial institution, In-house religious advisors 
Dispose non-shariah compliant earnings, Fulfil its social role as well as 
promote Islamic finance, No contradictory to Islamic teaching; incorporate 
Islamic business ethical principles. 
Source: Adopted from Ghani et al. (2012) 
 
The techniques for measuring service quality and customer satisfaction can be classified 
into two categories (Mazzulla and Eboli, 2006). The first category includes model of statistical 
analysis such as gap analysis, factor analysis, cluster analysis and scattergrams. Some authors 
introduced indexes in measuring overall satisfaction. One of the best known indexes is the 
SERVQUAL which produces a subjective measure of the gap between expectations and 









































Satisfaction Index (CSI) calculated by using an importance weighting based on an average of 1 
(Bhave, 2002). 
 
The second category consists in estimation of the coefficients by modelling. The models 
relate global service quality (dependent variable) to some attributes (independent variables). 
They can be divided into two types ie. the linear models  such as multiple regression and non-
linear models such as Structural Equation Model (SEM) and Logit. To the researcher’s 
knowledge, these methods are yet to be carried out in examining service quality of zakat 
institutions, looking into the perception of both major stakeholders, namely zakat payers and 
zakat recipients, as they deal most in paying and receiving zakat funds. Hence, this study tries to 
narrow this gap by embarking on a study on the service quality of zakat institutions in Malaysia. 
Figure 2 depicts the causal relationship between service attributes and stakeholders satisfaction 
in zakat institution. 
 




Based on Figure 2, it is assumed that the five dimensions (measured by its own attributes) 
may lead to the stakeholders satisfaction which may further contribute to service quality of zakat 
institution. Using the service attributes in Table 1, a service quality index for zakat institution 




Generally, there are two categories of techniques in measuring service quality and customer 
satisfaction, namely the statistical analysis and the estimation of coefficients by modelling 
(Mazzulla and Eboli, 2006). SEM approach is one of the appropriate techniques in measuring 
service quality.  Under SEM, a structure model of zakat institutions service quality is conducted 
to estimate the parameters. In this model, there will be five models from the first-order 
constructs, namely reliability, tangibles, empathy, responsiveness and compliance, and one 
second-order construct, namely stakeholders satisfaction. The objective of conducting the 
structure model is to examine that zakat institutions service quality is a multidimensional 
























































relationship with zakat institutions service quality (Amin and Isa, 2008). The causal structure 
model as shown in Figure 2 is designed to test the hypothesis that stakeholders satisfaction is 
influenced by perception on zakat institutions service quality.  
 
To the best of the researchers’ knowledge, there was no studies that have been conducted 
in examining service quality of zakat institutions in Malaysia empirically. Following Wei (2009), 
this study proposed to construct an index using the SEM. Using a survey of both zakat payers 
and zakat recipients as respondents, the results are expected to enhance the quality of service 




This paper presents a review of literature on the importance of ensuring service quality of zakat 
institution and proposed a framework in developing service quality index for zakat institution. 
Owing to the dearth of empirical studies on service quality of non-for-profit and Islamic 
institution like zakat institution, this paper proposes a comprehensive framework for studying 
service quality of zakat institution in Malaysia using several methods.  In addition, the 
development of service quality index for zakat institution will contribute towards understanding 
of the service quality of an Islamic institution. The developed framework and model in this paper 
and future empirical findings using this model hopefully contribute towards sustainability of 
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